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OATH OR AFFIRMATION

RICHARD JOHN KAILER
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

BANIF SECURITIES INC
as

of February 24th
20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Zgnature

Vc9
Title

Thisaport contains check all applicable boxes

LY4 Facing Page

--Statement of Financial Condition

Lc Statement of Income Loss
Statement of Changes in Financial Condition

EB Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

JJ Statement of Changes in Liabilities Subordinated to Claims of Creditors

EJg Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation
An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

LUCIANA ST PETER

Notary Public State 01 Florida

My Comm Expires Aug 16 2013

Commission OD 910086

Bonded Through National

Notary Public

Foconditions of confidential treatment of certain portions of this filing see section 24O.i7a-5te3
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Independent Auditors Report

To the Board of Directors

Banif Securities Inc

Miami Florida

We have audited the accompanying statement of financial condition of Banif Securities Inc the

Company as of December 31 2010 and the related statements of operations changes in

stockholders equity and cash flows for the year then ended that you are filing pursuant to Rule

17a-5 under the Securities Exchange Act of 1934 These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

We were not engaged to perform an audit of the Companys internal control over financial

reporting Our audit included consideration of internal control over fmancial reporting as basis

for designing audit procedures that are appropriate in circumstances but not for purposes of

expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the fmancial position of Banif Securities Inc as of December 31 2010 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The supplemental information contained in Schedule is presented for

purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 7a-5 under the Securities Exchange Act of 1934

IN PACT



Such information has been subjected to the auditing procedures applied in our audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

METIS GROUP CERTIFIED PUBLIC ACCOUNTANTS LLC

New York New York

February 23 2011



Banif Securities Inc

Statement of Financial Condition

December 31 2010

ASSETS
Cash and cash equivalents 100033

Due from clearing agent 1078952

Receivable from broker-dealers 58564

Securities owned at fair value 1534825

Prepaid expense 842

Furniture and equipment less accumulated

depreciation of $177368 18511

Other assets 696772

TOTAL ASSETS 3488499

LIABILITIES AND STOCKHOLDERS EQUITY
Liabifities

Accounts payable and accrued expenses 86809
Securities sold not yet purchased at fair value 3457

TOTAL LIABILITIES 90266

Stockholders Equity

Preferred stock par
value of $0.01 2000 shares authorized

none issued

Common stock no par value 3100 shares authorized issued

and outstanding 130

Additional paid-in capital 8532577
Accumulated deficit 5134474

TOTAL STOCKHOLDERS EQUITY 3398233

TOTAL LIABILITIES AND STOCKHOLDERS
EQUITY 3488499

The accompanying notes are an integral part of these financial statements



Banif Securities Inc

Statement of Operations

For the Year Ended December 31 2010

REVENUES
Commission income 1986229

Dividend and interest income 18394

Trading profit net 330101

Other income 1139

Total revenues 2335863

EXPENSES

Employee compensation and benefits 1373821

Floor brokerage exchange and clearance fees 458194

Professional fees 105980

Occupancy and floor space 235630

Communications and data processing 78305

Other operating expenses 367976

Total expenses 2619906

Net loss before income taxes 284043
Provision for income taxes 9028
Net loss 275015

The accompanying notes are an integral part of these financial statements



Banif Securities Inc

Statement of Cash Flows

For the Year Ended December 31 2010

Cash flows from operating activities

Net loss 275015

Adjustments to reconcile net loss to net cash provided by

used in operating activities

Depreciation 13039

Net changes in

Securities owned net 202690
Due from clearing agent 504395
Receivable from broker-dealers 300303

Prepaid expenses 1368

Other assets 560381

Securities sold not yet purchased 3457

Accounts payable and accrued expenses 38155

Total adjustments 209618

Net cash used in operating activities 65397
Net decrease in cash and cash equivalents 65397
Cash and cash equivalents beginning of year 165430

Cash and cash equivalents end of year 100033

Supplementary disclosure of cash flow information

Cash payments for interest 8042

Cash payments for income taxes

The accompanying notes are an integral part of these financial statements



Banif Securities Inc

Statement of Changes in Stockholders Equity

For the Year Ended December 31 2010

Balance

January 12010

Net loss

Balance

December 31 2010

Common Stock

Issued and Additional Accumulated

outstanding Amount Paid-in Capital Deficit Total

3100 130 8532577 4859459 3673248

275015 275015

3100 130 8532577 5134474 3398233

The accompanying notes are an integral part of these financial statements



Banif Securities Inc

Notes to Financial Statements

December 31 2010

Nature of Business Banif Securities Inc the Company is New York corporation

registered as broker-dealer with the Securities and Exchange

Commission SEC and is member of the Financial Industry

Regulatory Authority FINRA The Company is wholly

owned-subsidiary of Banif Securities Holdings Ltd the

Parent Cayman Islands company which is part of the Banif

Group headquartered in Portugal

The Company provides securities brokerage services to

institutional investors and affiliates

Significant Basis ofAccounting

Accounting

Policies The Company operates under the provisions of paragraph

k2ii of rule 15c3-3 of the Securities and Exchange Act of

1934 and accordingly is exempt from the remaining provisions

of that rule Essentially the requirements of paragraph k2ii
provide that the Company clear all transactions on behalf of

customers on fully disclosed basis with clearing broker-dealer

and promptly transmit all customer funds and securities to the

clearing broker-dealer The clearing broker-dealer carries all of

the accounts of the customers and maintains and preserves all

related books and records as are customarily kept by clearing

broker-dealer

Revenue Recognition

The Company receives commission income in accordance with

the terms of an agreement with its clearing agent This

arrangement is further described in Note Conimission income

and related expenses are recognized on trade date basis



Banif Securities Inc

Notes to Financial Statements

December 31 2010

Cash and Cash Equivalents

The Company considers all money market instruments with

original maturities of three months or less other than purchases

for inventory to be cash equivalents

Furniture and equipment

Furniture and equipment are stated at cost less accumulated

depreciation Depreciation of assets is provided for by the

straight-line method over estimated useful lives

Income Taxes

Deferred taxes are provided on liability method whereby

deferred tax assets are recognized for deductible temporary

differences and operating loss and tax credit carry forwards and

deferred tax liabilities are recognized for taxable temporary

differences Temporary differences are the differences between

the reported amounts of assets and liabilities and their tax basis

Deferred tax assets are reduced by valuation allowance when in

the opinion of management it is more likely than not that some

portion or all of the deferred tax assets will not be realized

Deferred tax assets and liabilities are adjusted for the effects of

changes in tax laws and rates on the dates of enactment



Banif Securities Inc

Notes to Financial Statements

December 31 2010

Use ofEstimates

The preparation of financial statements in conformity with

accounting principles generally accepted in United States of

America requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the

financial statements as well as the reported amounts of revenues

and expenses during the reported period Actual results could

differ from those estimates

Securities Owned

Securities owned are for trading purposes and reported in the

statement of financial condition at fair value Fair value is market

value when there are quoted market prices Fair value is

determined based on other relevant factors including dealer price

quotations for similar securities when there are no active markets

Unrealized gains and losses in market value are recognized in

firm trading revenues in the period in which changes occurs

FASB ASC 820 defmes fair value establishes framework for

measuring fair value and establishes fair value hierarchy which

prioritizes the inputs to valuation techniques Fair value is the

price that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at

the measurement date fair value measurement assumes that the

transaction to sell the asset or transfer the liability occurs in the

principal market for the asset or liability or in the absence of

principal market the most advantageous market Valuation

techniques that are consistent with the market income or cost

approach as specified by FASB ASC 820 are used to measure

fair value



Banif Securities Inc

Notes to Financial Statements

December 31 2010

The fair value hierarchy prioritizes the inputs to valuation

techniques used to measure fair value into three broad levels

Level inputs are quoted prices unadjusted in active markets for

identical assets or liabilities the Company has the ability to access

Level inputs are inputs other than quoted prices included within

level that are observable for the asset or liability either directly

or indirectly

Level are unobservable inputs for the asset or liability and rely

on managements own assumptions about the assumptions that

market participants would use in pricing the asset or liability The
unobservable inputs should be developed based on the best

information available in the circumstances and may include the

Companys own data

Transactions with The Company has an agreement with clearing agent to clear

Clearing Agents customers securities transactions on frilly disclosed basis The

and Broker- agreement provides for clearing charges at fixed rate multiplied

Dealers by the number of tickets traded by the Company and requires the

Company to maintain minimum deposit of $100000 Amounts

due from the clearing agent consist primarily of the required

deposit and trading account balances

Amounts receivable from broker-dealers consist primarily of

commission receivable

10



Banif Securities Inc

Notes to Financial Statements

December 31 2010

Fair Value

Measurement

The following table sets forth by level the Companys securities

owned at fair value as of December 31 2010

Assets Level Level Level Total

1534825 1534825

1534825 1534825

3457 3457

3457 3457

18511

Depreciation expense for the year ended December 31 2010 is

$13039

Corporate

Bonds

Total

Liabilities

Equities

Total

Furniture

31 2010

Furniture and

Equipment

and equipment consists of the following at December

Leasehold improvements

Equipment

Total

Less Accumulated Depreciation

Net equipment and leasehold

improvements

44629

151250

195879

177368

11



Banuf Securities Inc

Notes to Financial Statements

December 31 2010

The Company conducts its operations from leased office facilities

in Miami Florida under non-cancelable operating lease which

expires in 2013 The Company also leases an office in New York

City expiring in 2012 The leases for office space are subject to

escalation for the Companys proportionate share of increases in

real estate taxes and operating expenses Total rent expense for

the New York and Miami offices for the year ended December 31

2010 amounted to approximately $235630

Future minimum non-cancelable operating lease obligations are as

follows

Year Amount

218500

2012 171500

2013 37500

Total 427500

The Company has experienced losses in previous years As

result in 2010 the Company has incurred no Federal income tax

and only state and local taxes on the basis of minimum tax The

Internal Revenue Code allows net operating losses NOL5 to

be carried forward and applied against future profits for period

of twenty years At December 31 2010 NOL carryforwards were

available to the Company totaling approximately $4900000

The potential tax benefit of the NOLs $1567000 has been

recognized on the books of the Company but offset by

valuation allowance because under U.S generally accepted

accounting principles recognition of deferred tax assets is

permitted unless it is more likely than not that the assets will not

be realized If not used the Federal carryforward will expire

$860000 in 2024 $1350000 in 2025 $2430000 in 2028 and

$260000 in 2030

The Company is no longer subject to U.S Federal state and local

tax examinations by tax authorities for years before 2007

Rentals Under

Operating Leases

Income Taxes

2011

12



Banif Securities Inc

Notes to Financial Statements

December 31 2010

Off-Balance Sheet As discussed in Note the Companys customers securities

Risk and transactions are introduced on fully-disclosed basis with its

Concentration of clearing broker-dealer The clearing broker-dealer carries all of

Credit Risk the accounts of the customers of the Company and is responsible

for execution collection of the payment of funds and receipt and

delivery of securities relative to customer transactions Off-

balance-sheet risk exists with respect to these transactions due to

the possibility that customers may be unable to fulfill their

contractual commitments wherein the clearing broker-dealer may

charge any losses it incurs to the Company The Company seeks

to minimize this risk through procedures designed to monitor the

credit worthiness of its customers and determine that customer

transactions are executed properly by the clearing broker-dealer

The Company maintains its cash in an operating account at

financial institutions which often exceeds Federally insured

limits In addition the Companys clearing broker holds

substantially all of the Companys securities and significant

amounts of cash owed to the Company from time to time The

Company does not believe that there is any substantial risk

relating thereto

Net Capital The Company is subject to the SEC Uniform Net Capital Rule

Requirements SEC Rule 5c3 -1 which requires the maintenance of minimum

net capital and requires that the ratio of aggregate indebtedness to

net capital both as defined shall not exceed 15 to Rule 15c3-1

also provides that equity capital may not be withdrawn or cash

dividends paid ifthe resulting net capital ratio would exceed 10 to

At December 31 2010 the Company had net capital of

$2523865 which exceeded the required regulatory net capital by

$2423865 The Companys ratio of aggregate indebtedness to

regulatory net capital at December 31 2010 was 0.03 to

13



Banif Securities Inc

Notes to Financial Statements

December 31 2010

10 Employee Benefits The Company has 40 1k profit sharing plan for the benefit of

all eligible employees Employees may make tax deferred

contributions subject to limitations under U.S tax laws Under

the Plan the Company may make matching contributions non-

elective or discretionary contributions and other required

minimum contributions During 2010 the Company made

matching contributions in the amount of $31151

11 Related Party The Company assists its Parent and entities controlled by its

Transactions Parent with customer and business referrals For year 2010 the

Company earned fixed commission income from Parent company

of $652111 for transactions with affiliates and their customers

which is included in Commission income Other assets include

$649875 due from affiliates

12 Subsequent Subsequent events have been evaluated through February 23
Events 2011 which is the date the financial statements were available to

be issued

14
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Banif Securities Inc

Schedule I- Computation of Net Capital Under Rule 15c3-1 of the

Securities and Exchange Commission

December 31 2010

NET CAPITAL

Total Stockholders equity as of December 31 2010

Less non-allowable assets

Prepaid expenses

Furniture and equipment

Other assets

Securities

FIX exposure

Undue concentration

Total Haircuts

Net capital

3398233

There is no material differences between the net capital computation on the Companys unaudited Focus

Report Part hA of form X- 7A-5 and the computation reflected above as of December 31 2010

Haircuts

Total non-allowable assets

Net capital before haircuts on securities positions

842

18511

696772

716125

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Total Aggregate indebtedness

Minimum net capital required greater of $100000 or 213% of

aggregate indebtedness

Excess net capital

Ratio of aggregate indebtedness to net capital

2682108

115767

1562

40914

158243

2523865

86809

100000

2423865

0.03 to

15



Supplementary Report



group iic

CERTIFIED PUBLIC ACCOUNTANTS

14 Penn PLza Suite 181

New Thrk NY 10122

212-ó43-1Y19

21 2s -702

WWW METISUROtPII.CCOM OFFICES BASKING RIDGE NJ NEW YORK NY ARMONI NY BOSTON MA BOCA RATON FL

Independent Auditors Report on Internal Control

Required by SEC Rule 17a-5g1

To the Board of Directors

Banif Securities Inc

Miami Florida

in planning and performing our audit of the financial statements and the supplemental schedule

of Barnf Securities Inc the Company as of and for the year ended December 31 2010 in

accordance with auditing standards generally accepted in the United States of America we

considered the Companys internal control over financial reporting internal control as basis

for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of

the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in Rule 7a-5g in making the periodic computations of aggregate indebtedness or

aggregate debits and net capital under Rule 7a-3a1 and for determining compliance with

the exemptive provisions of Rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not

review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a-l

Complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

IN PACT



The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs previously-mentioned objectives Two of the objectives of mternal control and

the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis sign ficant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough

to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2010 to meet the SECs objectives



This report is intended solely for the infonnation and use of the Board of Directors management
the SEC F1NRA and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to

be and should not be used by anyone other than these specified parties

METIS GROUP CERTIFIED PUBLIC ACCOUNTANTS LLC

New York New York

February 23 2011
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Independent Accountants Report on Applying Agreed-Upon Procedures Related to an

Entitys SIPC Assessment Reconciliation

To the Board of Directors

Banif Securities Inc

Miami Florida

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7 to the Securities

Investor Protection Corporation SIPC for the year ended December 31 2010 which were

agreed to by Banif Securities Inc and the Securities and Exchange Commission Financial

Industry Regulatory Authority Inc and SIPC solely to assist you and the other specified parties

in evaluating Banif Securities Inc.s compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 Banif Securities Inc.s management is responsible

for the Barnf Securities Inc compliance with those requirements This agreed-upon

procedures engagement was conducted in accordance with attestation standards established by

the American Institute of Certified Public Accountants The sufficiency of these procedures is

solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the procedures described below either for the purpose

for which this report has been requested or for any other purpose The procedures we performed

and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2010 as applicable with the amounts reported in Form SIPC-7 for the

year ended December 31 2010 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in

the related schedules and working papers supporting the adjustments noting no

differences and

IN PACT



Compared the amount of any overpayment applied to the current assessment with the

Form SIPC-7T on which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

/47Z
METIS GROUP CERTIFIED PUBLIC ACCOUNTANTS LLC

New York New York

February 23 2010



Banif Securities Inc

Attachment to SIPC Assessment Reconciliation

Form SIPC-7

For the Year Ending December 31 2010

Attachment Schedule of Payments

Check Date Amount

2884 07/27/2010 $2402

$2402


